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The statutory powers of borrowing of provincial Govern-
ments are derived from section 30 (1 a) of the Government
of India Act and the Local Government Borrowing Rules
made there-under. Under these Rules, a provincial
Government may raise money on behalf of the Secretary
of State in Council, on the security of revenues allocated
to it,

(a)  in India, with the sanction of the Governor-General
in Council,

(b)  outside India, with the sanction of the Secretary of
State in Council;

for certain specified purposes and on terms approved by
the Governor-General in Council for a rupee loan, and
by the Secretary of State in Council for a sterling loan.
Practically speaking, there is not much freedom of action
to provincial Governments in the matter. No loan has
yet been raised by any provincial Government outside
India. In India, so far, only three provincial Govern-
ments, viz. of Bombay, United Provinces, and Punjab
have raised direct loans for development purposes, the
total of which amounts to Rs. 17 crores.

There are three drawbacks in letting Provinces raise
public loans:

(i) Experience shows that the Provinces, with their
comparatively limited credit, have to pay more in this
manner than if they take advances from the Government
of India. This was the experience of the States in Australia
also, which eventually led to the centralization of all
borrowing powers in the Australian Loan Council.

The following statement shows that, as a result of the
exercise of their statutory powers of borrowing, the
Provinces are suffering an annual loss of nearly Rs. 10
lakhs.